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Meeting between Commissioner T.Breton and Deutsche Telecom
Barcelona, February 2023

MINI BRIEFING NOTE (Commission Internal)

Scene setter/Context of the meeting/ Objective of the meeting:

e The meeting takes place in the margins of MWC Barcelona 2023. Among the topics for
discussion: position of DT on the fair share debate and the more general question on
how to incentivise investments (including copper switch off), status of rollout of gigabit
networks in Europe by DT.
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e On fair share issue, in 2022 operators (DT, Orange, Telefonica and Vodafone)

presented their position regarding the costs associated with OTT traffic, through the
publication of the Frontier Economics study and the Axon study (more information in
the background). They support the imposition of an obligation to negotiate on content
providers.

KEY messages

Last week, the Commission [announced] a package of measures in the Connectivity area to
respond to the raising use of digital technology and the increasing demand for faster, more
reliable, data-intense connections.

The new Gigabit infrastructure act proposed as a Regulation will replace the current
Broadband Cost Reduction Directive. It proposes new rules to quickly make gigabit networks
available across the EU and address the main persisting challenges in achieving wider gigabit
network coverage across the EU — slow and costly deployment of the underlying physical
infrastructure sustaining advanced networks.

A new Gigabit Recommendation [sent to BEREC for opinion for 2 months after which it will
be finalised and adopted by the Commission] will provide guidance to NRAs on how to apply
regulatory remedies to incentivize network deployment while enabling sustainable
competition. It will ensure that new investments are rewarded in a fair manner.

Last, the Commission also [launched] a broad consultation on the future of the electronic
communications sector and its infrastructure, including on the “fair share” debate. The
consultation will investigate technological and market developments including their impact
on future networks and business models for electronic communications; consumers related



aspects; barriers to the Single Market and fair contribution by all players benefitting from the
digital transformation.

Mention three key numbers relevant to the topics.
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Q3: What measures does the Commission intend to take with regard to the issue of ‘fair
share’?

Answer: For the moment, it is too early to speak about potential solutions. First, we need to
open the debate in order to have a more comprehensive dialogue with all stakeholders, as
part of a broader reflection on the future evolution of the sector. We need to have a solid
evidence base and consensus before tabling the most appropriate proposals. We will take
stock of the contributions received during the consultation and report on a proposed way
forward later this year.
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A study by Frontier economics has estimated that traffic driven by OTTs could generate total
costs of up to €36-40 billion per year for EU telcos (these are the total estimated costs and
not the incremental which are approx. half). The value range represents the annualized total
costs for both the fixed and mobile network operators based on Frontier’s estimates. These
are not the estimated incremental costs attributed to OTT’s traffic but the total ones which
include in addition costs which the network operators incur to deliver traffic but which do not
vary as the level of traffic increases.

BNetzA’s position on fair share: The peering and transit markets are competitive ones.
Further, it is very unlikely that even if there is an incremental cost associated to the traffic
increase that this is not covered in a competitive market. The CAPs are investing a lot in CDNs
and thus, there is a win-win situation which provides the necessary incentives to both the
CAPs and the ISPs to invest.

Status of rollout of gigabit networks in Germany by Deutsche Telekom:

Since Deutsche Telekom AG (DTAG) will not publish its results for 2022 until February 23,
2023, please find here the results for 2021.:

- Mobile communications

DTAG had a total of 45.8 million mobile customers as of December 31, 2021, marking
a stable trend compared with the end of 2020. The number of high-value contract
customers decreased slightly by 1.0 %, largely as a result of the effect from the sale of
Telekom Romania Communications on September 30, 2021. By contrast, the contract
customer base grew at DTAG’s other national companies, especially in Poland,
Hungary, and the Czech Republic. Overall, contract customers accounted for 58.0 % of
the total customer base. In addition, thanks to DTAG’s integrated network strategy its
customers benefited from greater coverage with fast mobile broadband. As of
December 31, 2021, DTAG covered 98.2 % of the population in the countries of its
operating segment with LTE, reaching around 109 million people in total. As of the end
of 2021, DTAG's national companies covered 28.9 % of the population (in particular in
Greece, Croatia, and Austria) with 5G.

- Fixed network
The broadband business declined by 8.1 % compared with the end of 2020 to total
6.4 million customers. Excluding the effect from the sale of the Romanian fixed-
network business, the number of customers grew by 5.8 %. This increase was mainly
driven by the national companies in Greece, Hungary, and Poland. By continuing to
invest in innovative fiber-optic technologies, DTAG is systematically building out its
fixed-network infrastructure. At the end of the fourth quarter of 2021, a total of
around 7.0 million households (coverage of 27.9 %) were provided with the option by



our national companies to subscribe to a direct connection to our high-speed fiber-
optic network with speeds reaching up to 1 Gbit/s. The number of IP-based lines
increased to account for 99.6 % of all fixed-network lines in the same period. The
number of fixed-network lines in DTAG’s Europe operating segment declined by 14.1
% overall to 7.8 million. Excluding the effect from the sale of the Romanian fixed-
network business, the number of lines grew by 2.1 % year-on-year.

- FMC - fixed-mobile convergence
DTAG’s portfolio of convergent products, MagentaOne, was highly popular with
consumers across all of its national companies. As of December 31, 2021, DTAG had
6.3 million FMC customers; this corresponds to growth of 1.0 % compared with the
end of the year 2020. Excluding the effect from the sale of the Romanian fixed-network
business, the customer base grew by 15.5 %.

Deutsche Telekom — The 2021 Financial Year

Customer development — Europe

thousands

Dec. 31, 2021 | Dec. 31, 2020 Change
Europe, total® Mobile customers 45,816 45,619 197
Contract customers 26,575 26,844 (269)
Prepaid customers 19,241 18,775 466
Fixed-network lines® 7,802 9,084 (1,282)
Of which: IP-based® 7,767 8,439 (672)
Broadband customers® ¢ 6,381 6,943 (562)
Television (IPTV, satellite, cable)” ¢ 4,019 5,046 (1,027)

Unbundled local loop lines (ULLs)/
wholesale PSTN 1,932 2,246 (314)
Wholesale broadband lines® 865 684 181
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Personal dataMeeting between Commissioner T.Breton and Orange, CEO Christel Heydeman
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Barcelona, February 2023

MINI BRIEFING NOTE (Commission Internal)

Scene setter/Context of the meeting/ Objective of the meeting:

e The meeting takes place in the margins of MWC Barcelona 2023. Among the topics for
discussion: position of Orange on the fair share debate and the more general question
on how to incentivise investments (including copper switch off), status of rollout of
gigabit networks in Europe by Orange.
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e |n 2022 operators (Orange, DT, Telefonica and Vodafone) presented their position with
respect to the costs associated with OTT traffic, they commissioned two studies: the
Frontier Economics study and the Axon study (more information in the background).

KEY messages

Last week, the Commission [announced] a package of measures in the Connectivity area to
respond to the raising use of digital technology and the increasing demand for faster, more
reliable, data-intense connections.

The new Gigabit infrastructure act proposed as a Regulation will replace the current
Broadband Cost Reduction Directive. It proposes new rules to quickly make gigabit networks
available across the EU and address the main persisting challenges in achieving wider gigabit
network coverage across the EU — slow and costly deployment of the underlying physical
infrastructure sustaining advanced networks.

A new Gigabit Recommendation [sent to BEREC for opinion for 2 months after which it will
be finalised and adopted by the Commission] will provide guidance to NRAs on how to apply
regulatory remedies to incentivize network deployment while enabling sustainable
competition. It will ensure that new investments are rewarded in a fair manner.

Last, the Commission also [launched] a broad consultation on the future of the electronic
communications sector and its infrastructure, including on the “fair share” debate. The
consultation will investigate technological and market developments including their impact
on future networks and business models for electronic communications; consumers related
aspects; barriers to the Single Market and fair contribution by all players benefitting from the
digital transformation.
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up to €36-40 billion per year- estimation of total cost of traffic which could be generated by
OTTS (these are the total estimated costs and not the incremental which are approx. half),
according to Frontier Economics study

Question 2: What measures does the Commission intend to take with regard to the issue of
‘fair share’?
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stock of the contributions received during the consultation and report on a proposed way
forward later this year.
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economics has estimated that traffic driven by OTTs could generate total costs of up to €36-
40 billion per year for EU telcos (these are the total estimated costs and not the incremental
which are approx. half). The value range represents the annualized total costs for both the
fixed and mobile network operators based on Frontier’s estimates. These are not the
estimated incremental costs attributed to OTT’s traffic but the total ones which include in
addition costs which the network operators incur to deliver traffic but which do not vary as
the level of traffic increases.
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CVs of the interlocutors

get":ma' Christel Heydemann, Chief Executive Officer of the Orange group
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DG CNECT
Meeting between Commissioner T.Breton and Vodafone Margherita Della Valle, Chief
Financial Officer
Barcelona, February 2023

MINI BRIEFING NOTE (Commission Internal)

Commercial

Scene setter/Context of the meeting/ Objective of the meeting:

e The meeting takes place in the margins of MWC Barcelona 2023. Among the topics for
discussion: position of Vodafone on the fair share debate and the more general
qguestion on how to incentivise investments (including copper switch off), status of
rollout of gigabit networks in Europe by Vodafone.

e Vodafone operates in Spain, Portugal, Italy, Germany, Czech Republic, Greece, Ireland,
Romania and the Netherlands. Vodafone is access seeker in all these-countries except
in the Netherlands, where the broadband market is not regulated anymore.
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KEY messages

Last week, the Commission [announced] a package of measures in the Connectivity area to
respond to the raising use of digital technology and the increasing demand for faster, more
reliable, data-intense connections.

The new Gigabit infrastructure act proposed as a Regulation will replace the current
Broadband Cost Reduction Directive. It proposes new rules to quickly make gigabit networks
available across the EU and address the main persisting challenges in achieving wider gigabit
network coverage across the EU — slow and costly deployment of the underlying physical
infrastructure sustaining advanced networks.

A new Gigabit Recommendation [sent to BEREC for opinion for 2 months after which it will
be finalised and adopted by the Commission] will provide guidance to NRAs on how to apply
regulatory remedies to incentivize network deployment while enabling sustainable
competition. It will ensure that new investments are rewarded in a fair manner.

Last, the Commission also [launched] a broad consultation on the future of the electronic
communications sector and its infrastructure, including on the “fair share” debate. The
consultation will investigate technological and market developments including their impact
on future networks and business models for electronic communications; consumers related
aspects; barriers to the Single Market and fair contribution by all players benefitting from the
digital transformation.

We are stimulating collaboration between telcos and verticals with concrete projects. We
launched a first wave of seven 5G for smart communities projects funded with 21 million
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euros from the CEF: they address local communities in five Member States to improve health,
education, public protection, and agriculture. The next wave is coming with 50 million euros.
We invite EU operators and loT solution providers to join this action.

Mention three key numbers relevant to the topics.

2 bln EUR — amount devoted to 5G and Gigabit connectivity deployment in CEF2 Programme

Question 2: What measures does the Commission intend to take with regard to the issue of
‘fair share’?

Answer: For the moment, it is too early to speak about potential solutions. First, we need to
open the debate in order to have a more comprehensive dialogue with all stakeholders, as
part of a broader reflection on the future evolution of the sector. We need to have a solid
evidence base and consensus before tabling the most appropriate proposals. We will take
stock of the contributions received during the consultation and report on a proposed way
forward later this year.
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Vodafone was selected to lead three projects co-funded at 75% by the EC to deploy 5G for
smart communities:

- 5G for a Smart Sicilian Academic Campus (Italy) - Total EU contribution:€4.005.551,18
Vodafone IT will establish a 5G Private Mobile Network (MPN) to support new functional
approaches to education and training in universities and hospitals, as well as the creation of a
continuous care system.

- 5G for University Hospital (Germany) - Total EU contribution: €3.339.825
Vodafone DE will deploy a leading-edge 5G infrastructure at the Frankfurt University Hospital
in Germany, enabling innovative 5G use cases and improving the provision of public health
services: tele-ultrasound devices as well as innovative monitoring solutions and new solution
to organise hospital logistics.

- 5G MPN AgriTech HUB (Hungary) - Total EU contribution: €399.940,50
Vodafone (HU) will establish a 5G Mobile Private Network (MPN) at a Demonstration farm in
Mosonmagyarévar, Hungary to enable end-to-end solutions in agriculture. Vodafone (HU) will
carry out three use cases focusing on field crop production: row crop cultivator, machine-to-
machine connection, and weed monitoring and spraying plan. (Note that, since then, the
Vodafone Group sold Vodafone Hungary to 4iG and Corvinus.)

CVs of the interlocutors

Margherita Della Valle, Chief Financial Officer,

Contact:
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